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pected to exercise a decisive influence on the growth of the Indian
economy by affecting the volume and the rate of expansion of
import capacity. Since India depends on imported capital equip-
ment for more than half of the total equipment used in investments
in the country, the slow expansion in export proceeds, and hence
import capacity, places a serious limitation upon increasing the
imports of capital-goods. The volume and the rates of growth of
investment, and therefore real income, in the country are thus
inhibited.
The points raised above have an important bearing on the eco-
nomic development of the pre-industrial countries in general.
During the last decade considerable attention has been devoted
to finding a solution to the widening gap in the levels of living
between the industrial and the pre-industrial countries. Reversing
this process has now been accepted as an essential ingredient in the
work of all the international organizations. The gap, however,
has continued to widen in recent years,21 suggesting that, despite
the widespread recognition given to the need for narrowing inter-
national disparities in living, the analytical tools used to approach
this problem perhaps need much refashioning.
Simply stated, to initiate the process of narrowing the gap re-
quires that the rate of growth of real product in the pre-industrial
countries has to be higher than in the industrial countries and the
rate of growth of investment and, therefore, of capital-goods sup-
plies has to be substantially higher still. Since, under the present
international division of labour, capital-goods are almost exclusively
imported from the industrial countries, expanding the supplies of
these goods means that import capacity (i.e. export proceeds) has
to increase correspondingly. The growth of import capacity, how-
ever, is dependent not upon the need for enlarging the supplies
of capital-goods for development but upon the import demand of the
industrial countries, which has in general tended to grow at a rate
lower than that of the real product in industrial countries. Thus
the needs of capital-goods imports outrun by far the supply poten-
tial of capital-goods as a result of the much slower growth of im-
port capacity.
Consequently, whenever a pre-industrial country embarks upon
11 See United Nations, World Economic Survey, 1955, p. 5 and Economic
Survey of Europe in 1958, Chap. V, p. 5.

